SUMMARY OF PROPOSED FLOOR DRAFT:

BILL 60 (2019), CD1
RELATING TO AFFORDABLE RENTAL HOUSING.

The PROPOSED FD1 makes the following amendments to the proposed CD1:

A

The as-introduced bill deletes from numerous provisions of Ordinance 19-8 the
requirement that affordable rental housing units be rented at or below the rental
rate limits established by the United States Depariment of Housing and Urban
Development for households earning a specified percent (100 percent or 80
percent) of the AMI for the applicable household size or less. The CD1 retains
these requirements by removing all of these proposed deletions, but provides
that the rental rate limits would only apply for a period of 15 years after a
certificate of occupancy is issued for the affordable rental housing project.
The FD1 provides that the rental rate limits would only apply for a period of
30 years after a certificate of occupancy is issued for the affordable rental
housing project. The amended SECTIONS of the bill are as follows:

1. SECTION 2 of the hill, by revising the definitions of "Affordable rental
housing project” and "Affordable rental housing unit" and the proposed
amendment to paragraph (2) of the definition of "Declaration of restrictive
covenants.”

2. SECTIONS 6, 7, 8, and 9 of the bill, by revising respective provisions
relating to the waiver of wastewater system facility charges, the waiver of
plan review and building permit fees, an exemption from payment of real
property taxes for affordable rental housing units, and a tax holiday (real
property taxes would be kept at the current assessment during the
project's construction and marketing period).

Makes miscellaneous technical and nonsubstantive amendments.
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RELATING TO AFFORDABLE RENTAL HOUSING.

BE IT ORDAINED by the People of the City and County of Honolulu:

SECTION 1. Purpose. The purpose of this ordinance is to address affordable
rental housing.

SECTION 2. Section __-1.1, Revised Ordinances of Honolulu 1990
("Definitions™), as enacted in SECTION 2 of Ordinance 19-8, is amended by amending
the definitions of "Affordable rental housing project,” "Affordable rental housing unit,”
and "Declaration of restrictive covenants" to read as follows:

""Affordable rental housing project” means a multifamily dwelling,
containing only dwelling units, that meets all of the following criteria:

(1) (A) Atleast 80 percent of the total units are rented to households
earning 100 percent and below of the AMI[;]; and

(B) Fora period of at least 30 years after a certificate of occupancy
is issued for the affordable rental housing project, the affordable
units are rented at or below the rental rate limits established by
the United States Department of Housing and Urban
Development for households earning 100 percent of the AMI for
the applicable household size [er-less];

(2)  No more than 20 percent of the total units in the affordable rental
housing project are occupied by the property owners or individuals who
are related by blood, marriage, or adoption to the property owners;

(3) Households occupying affordable rental housing units must have a
lease for the unit with a minimum six month term, and a prohibition
against subleasing;

(4)  All leases for dwelling units must allow the lessee to terminate the
lease early if the lessee or any member of the lessee's family residing
with the lessee is rendered unable to access the unit by reason of an
accident or medical condition;
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(6) The fee owners of the land on which an affordable rental housing
project is situated shall execute a declaration of restrictive covenants,
and shall file a copy thereof with the department of planning and
permitting prior to the issuance of a building permit for the affordable
rental housing project; and

(6) A certification must be filed annually with the director of budget and
fiscal services using a form provided by the director of budget and
fiscal services, affirming that at least 80 percent of the total units in the
affordable rental housing are affordable rental housing units and no
more than 20 percent of the total units in the affordable rental housing
are occupied by the property owners or individuals who are related by
blood, marriage, or adoption to the property owners.

"Affordable rental housing unit" means a unit in an affordable rental housing
project that [is]:

(1) s rented to a household earning 100 percent and below of the AMI[;];
and

(2) For a period of at least 30 years after a certificate of occupancy is
issued for the affordable rental housing project, the affordable units are
rented at or below the rental rate limits established by the United
States Department of Housing and Urban Development for households
earning 100 percent of the AMI for the applicable household size[-or
less].

"Declaration of restrictive covenants" means the declaration of covenants,
conditions, and restrictions in a form approved by the director of budget and fiscal
services and executed by the fee owners of the land on which an affordable rental
housing project is situated, which at a minimum provides that:

(1)  The land and all improvements thereon are subject to the affordable
rental housing requirements of this chapter;

(2}  The land or a portion thereof may qualify for a real property tax
exemption during the exemption period [#]:

(A) If rented to households earning 80 percent or below of the
AMI[;1: and
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(B) For a period of at least 30 years after a certificate of occupancy
is issued for the affordable rental housing project, the affordable
units are rented at or below the rental rate limits established by
the United States Department of Housing and Urban
Development for households earning 80 percent of the AMI for
the applicable household size[-erless];

(3) Excluding any portion of the ground floor of the affordable rental
housing project that is designated for commercial use if commercial
use is otherwise permitted by the underlying zoning, mixed use
projects are prohibited,;

(4)  The property on which an affordable rental housing project is situated
may only be submitted to a condominium property regime pursuant to
HRS Chapter 514B or any successor statute if it contains a ground floor
commercial use that is permitted by the underlying zoning of the property;
provided further that the only condominium units created are one
condominium unit for the ground floor commercial portion of the project
and one condominium unit for the residential portion of the project, and the
one condominium unit for the residential portion of the project must not be
further divided into separate condominium units; and

(6) Violation of the declaration of restrictive covenants is subject to the
enforcement provisions of Chapters 8 and 21."

SECTION 3. Section __-1.6, Revised Ordinances of Honolulu 1990, ("Violation -
Penalty"), as enacted in SECTION 2 of Ordinance 19-8, is amended by amending
subsection (a) to read as follows:

"(a) If the director of planning and permitting determines that the use of the affordable
rental housing project is abandoned; or that an owner, or the heir, successor, or
assign of the owner is violating any provision of Article 2, the violator will be
subject to the administrative enforcement provisions of Section 21-2.150-2;
provided that in addition to the civil fines specified in Section 21-2.150-2(b){(1}C)
and 21-2.150-2(b){1)}(D), the violator will be subject to [a-civiline-egual-to-ten-

roncomplianece:] penalties equal to the following amounts:

(1)  The differences in the amount of taxes that were paid and those that
would have been due but for the exemption for affordable rental housing
units pursuant to Section 8-10.X{b)(4);

3
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(2} The differences in the amount of taxes that were paid and those that
would have been due but for the exemption for qualifying construction
work pursuant to Section 8-10.Y(a}(2);

(3) The amount of wastewater system facility charges waived for affordable
rental housing units pursuant to Section 14-10._ (a)(4);

(4)  The amount of plan review and building permit fees waived for the
affordable rental housing units pursuant to Section 18-6.5(i); and

(6)  The value of the park dedication requirements waived for the affordable
rental housing units pursuant to Section 22-7.3(j)(4);

together with a penalty in the form of interest at 10 percent per annum on the
amounts imposed under subdivisions (1), (2}, (3), {4), and (5), from the dates that
the respective payments would have been due, but for the exemption or waiver."

SECTION 4. Section __-2.1, Revised Ordinances of Honolulu 1990, as enacted
in SECTION 2 of Ordinance 19-8, is amended to read as follows:

"Sec. -2.1 Administration.

The director of planning and permitting, or the director's duly appointed
representative, shall administer this article. Unless specifically modified in this article,
the permitted uses, development standards, and other requirements of Chapters 21,
21A, 22, 23, and 25 apply to affordable rental housing projects; provided that the special
district requirements pursuant to Sections 21-9.20 through 21-9.90-6 and related
exhibits do not apply to affordable rental housing projects if the assessed value of the
existing buildings on the proposed affordable rental housing project site does not
exceed 30 percent of the assessed value of the land. In the event of a conflict between
applicable provisions, the provisions of this article will prevail."
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SECTION 5. Section __-2.2, Revised Ordinances of Honolulu 1990, as enacted
in SECTION 2 of Ordinance 19-8, is amended to read as follows:

"Sec. _ -2.2 Permitted uses.

Affordable rental housing projects are a permitted use in the apartment,
apartment mixed use, and business mixed use zoning districts, and in the apartment
precinct, including the apartment mixed use subprecinct, of the Waikiki special district,
pursuant to Chapter 21."

SECTION 6. Section 14-10.__, Revised Ordinances of Honolulu 1990,
("Waiver of wastewater system facility charges for affordable dwelling units"), as
enacted in SECTION 4 of Ordinance 18-1 and amended by SECTION 3 of Ordinance
19-8, is amended by amending subsection (a) to read as follows:

"(a) Wastewater system facility charges, as set forth in Appendix 14-D of this
chapter will be waived for the following:

(1) Affordable dwelling units as defined in and as provided on-site or off-
site pursuant to Chapter A;

(2) Affordable dwelling units provided pursuant to a planned
development-transit permit pursuant to Section 21-9.100-10, oran
interim planned development-transit permit pursuant to Section
21-9.100-5;

(3) Affordable rental dwelling units developed in compliance with HRS
Section 201H-36(a)}(5); or

(4)  Affordable rental housing units that [are];

(A} Are rented to households earning 100 percent and below of the
AMI[;]; and

{B) For a period of at least 30 years after a certificate of occupancy
is issued for the affordable rental housing project, the affordabie
units are rented at or below the rental rate limits established by
the United States Department of Housing and Urban
Development for households earning 100 percent of the AMI for
the applicable household size [erless];
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pursuant to Chapter B."

SECTION 7. Section 18-8.5, Revised Ordinances of Honolulu 1990
("Exemptions"), as enacted in SECTION 5 of Ordinance 18-1 and amended by
SECTION 4 of Ordinance 19-8, is amended by amending subsection (i) to read as
follows:

“(i)  The building official shall waive the collection of the plan review and building
permit fees for the portion of an affordable rental housing project equal to the
percentage of affordable rental housing units that [are]:

(1)  Arerented to households earning 100 percent and below of the AMI[,];
and

(2) For a period of at least 30 vears after a certificate of occupancy is
issued for the affordable rental housing project, the affordable units are
rented at or below the rental rate limits established by the United
States Department of Housing and Urban Development for households
earning 100 percent of the AMI for the applicable household size [er
lesss];

pursuant to Chapter B."

SECTION 8. Section 8-10.X, Revised Ordinances of Honolulu 1990
("Exemption—-Qualifying affordable rental dwelling units or affordable rental housing
units”), as enacted in SECTION 2 of Ordinance 18-1 and amended by SECTION 6 of
Ordinance 19-8, is amended by amending subsection (b) to read as follows:

"(b) This section applies only to the following:

(1)  That portion of real property used for affordable rental dwelling units as
provided on-site or off-site pursuant to Chapter A;

(2)  That portion of real property used for affordable rental dwelling units
provided pursuant to a planned development—transit permit under Section
21-9.100-10, or an interim planned development—transit permit under
Section 21-9.100-5;

(3)  That portion of real property used for affordable rental dwelling units
located on real property used in connection with a housing project
developed in compliance with HRS Section 201H-36(a)(5); or
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(4)  That portion of real property used for affordable rental housing units that
[erel:

{A) Arerented to households earning 80 percent and below of the
AMI[;]; and '

(B) For a period of at [east 30 vears after a certificate of occupancy
is issued for the affordable rental housing project, the affordable
units are rented at or below the rental rate limits established by
the United States Department of Housing and Urban
Development for households earning 80 percent of the AMI for
the applicable household size [er-less:]

pursuant to Chapter B."

SECTION 9. Section 8-10.Y, Revised Ordinances of Honolulu 1990
("Exemption—-During construction work for and marketing of affordable dwelling units or
affordable rental housing projects™), as enacted in SECTION 3 of Ordinance 18-1 and
amended by SECTION 7 of Ordinance 19-8, is amended by amending subsections (b)
and (c) to read as follows:

"(b} Anyincremental increase in the valuation of the real property pfimarily
attributable to qualifying construction work will be exempt from property taxes,
provided that:

(1)  The qualifying construction work creates affordable dwelling units
pursuant to Chapter A;

(2)  The qualifying construction work creates affordable dwelling units
pursuant to a planned development—transit permit pursuant to
Section 21-9.100-10, or an interim planned developmeni—transit permit
pursuant to Section 21-9,100-5;

(3)  The real property is developed in compliance with HRS Section
201H-36(a)(5); or

(4)  The qualifying construction work creates affordable rental housing units
that [are].

{(A) Arerented to households earning 100 percent and below of the
AMI[5]; and
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{B) For a period of at least 30 years after a certificate of occupancy
is issued for the affordable rental housing project, the affordable
units are rented at or below the rental rate limits established by
the United States Department of Housing and Urban
Development for households earning 100 percent of the AMI for
the applicable household size ferless;];

pursuant to Chapter B.

(c) A claim for exemption must be filed with the director of budget and fiscal services
on or before September 30th preceding the first tax year for which the exemption
is claimed on a form as may be prescribed by the director, and must be
supported by documentation establishing the date of the issuance of the building
permit for demolition, if applicable, or the building permit for new buildings or
portions thereof, additions, or substantial rehabilitations, and documenting the
creation of [affordable]:

(1)  Affordable dwelling units pursuant to Chapter A; [a]

A planned development-transit permit pursuant to Section 21-9.100-10;
[an]

An interim planned development—transit permit pursuant to Section 21-
9.100-5; [affordable]

(2}
(3)
(4)  Affordable rental dwelling units pursuant to HRS Section 201H-36(a)(5); or
[affordable]

(8) Affordable rental housing units that [are]:

{A) Are rented to households earning 100 percent and below of the
AMI[;]; and

(B) Fora period of at least 30 vears after a certificate of occupancy
is issued for the affordable rental housing project, the affordable
units are rented at or below the rental rate limits established by
the United States Department of Housing and Urban
Development for households earning 100 percent of the AMI for
the applicable household size [erless;];

pursuant to Chapter B."
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SECTION 10. Ordinance material to be repealed is bracketed and stricken. New
material is underscored. When revising, compiling, or printing this ordinance for
inclusion in the Revised Ordinances of Honolulu, the Revisor of Ordinances need not
include the brackets, the material that has been bracketed and stricken, or the
underscoring. In SECTIONS 3, 5, 6, 7, and 8 of this ordinance, the Revisor of
Ordinances shall, pursuant to the Revisor's authority under ROH Section 1-16.3(b):

(1)  Replace references to "Chapter A" with the appropriately designated
chapter and sections enacted by Ordinance 18-10;

(2)  Replace references to "Chapter B" with the appropriately designated
chapter enacted by Ordinance 19-8;

(3) Replace references to "Section 8-10.X" and "Section 8-10.X(b){4)" with the
appropriately designated section enacted by SECTION 2 of Ordinance
18-1; and

(4) Replace references to "Section 8-10.Y" and "8-10.Y(a)(2)" with the
appropriately designated section enacted by SECTION 3 of Ordinance
18-1.

SECTION 11. Effective date; repeal. This ordinance takes effect upon its
approval and will be repealed on the repeal date of Ordinance 19-8, provided that:

(1)  Any real property tax exemption authorized pursuant to Section 8-
10.X(b)(4) in SECTION 7 of this ordinance, and pursuant to Section 8-
10.Y(b)(4) in SECTION 8 of this ordinance will apply to tax years
beginning July 1, 2020 and thereafter; and
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(2)  The amendments made by this ordinance and the repeal thereof do not
affect the respective repeal dates of Ordinances 18-1 and 19-8.

INTRODUCED BY:

Ron Menor (br}

DATE OF INTRODUCTION:

October 31, 2019
Honclulu, Hawaii Councilmembers

APPROVED AS TO FORM AND LEGALITY:

Deputy Corporation Counsel

APPROVED this day of , 20

KIRK CALDWELL, Mayor
City and County of Honolulu
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